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I DIRECT TESTIMONY OF HENRY N. WEBSTER, II

FOR

THE OFFICE QF REGULATORY STAFF

DOCKET NOt 2013-199-WS

5 IN RE: APPLICATION OF UNITED UTILITY COMPANIES, INCORPORATED

6 FOR ADJUSTMENT OF RATES AND CHARGES AND MODIFICATIONS OF

7 CERTAIN TERMS AND CONDITIONS FOR THE PROVISION OF WATER AND

SEWER SERVICE

10 Q. PLEASE STATE YOUR NAME, BUSINESS ADDRESS, AND

11 OCCUPATION.

12 A. My name is Henry N. Webster, II. My business address is 1401 Main

13 Street, Suite 900, Columbia, South Carolina, 29201. I am employed by the South

14 Carolina Office of Regulatory Staff ("ORS") as Audit Manager for New Nuclear

15 Deployment and Telecom.

16 Q. PLEASE STATE YOUR EDUCATIONAL BACKGROUND AND

17 EXPERIENCE.

18 A.

19

20

21

22

23

I earned a Bachelor of Science degree with a major in Accounting and

minor in English from Bob Jones University in May of 1983. I am a Certified

Public Accountant licensed to practice in South Carolina. I began my career with

the public accounting firm of Arthur Andersen & Co. (now Arthur Andersen

LLP) in June of 1983, performing audits of various regulated entities. My

subsequent professional work experience also includes local public accounting,
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I internal audit, various controller and financial management roles, and regulatory

2 audit. I began my employment with ORS in January of 2008, where I have been

3 performing regulatory reviews of utility companies, focused primarily upon rate

4 cases (electric and water), new nuclear deployment, and telecommunications. I

5 have testified before this Commission in three previous cases.

6 WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS

7 PROCEEDING?

8 A. The purpose of my testimony is to set forth my findings and

9 recommendations resulting from ORS's examination of the application of United

10 Utility Companies, Inc. ("UUCI" or "Company") in this docket. The Application

11 was filed on June 28, 2013.

12 Q. PLEASE DESCRIBE THE PROCEDURES USED TO PERFORM THE

13 EXAMINATION OF UUCI'S APPLICATION.

14 A.

15

16

17

18

19

20

21

22

ORS's examination of UUCI's application consisted of three major steps.

In step one, ORS verified that the operating experience and rate base, reported by

the Company in its application, were supported by the Company's accounting

books and records for the test year. In the second step, ORS tested the underlying

transactions in the books and records for the same period to ensure that the

transactions were adequately supported, had a stated business purpose, were

allowable for ratemaking purposes, and were properly recorded. Lastly, our

examination consisted of adjusting, as necessary, the revenues, expenditures, and

capital investments to normalize the Company's operating experience and rate
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I base in accordance with generally accepted regulatory principles and Public

2 Service Commission of South Carolina ("Commission" or "PSC") orders.

3 Q. PLEASE IDENTIFY THE EXHIBITS ATTACHED TO YOUR

4 TESTIMONY.

5 A. I have attached the following exhibits to my testimony relating to UUCI's

10

12

13

14

15

16

17

19

20

21

22

application:

~ Audit Exhibit HNW-I: Operating Experience, Rate Base, and Rates of Return

for Combined Operations

~ Audit Exhibit HNW-2: Operating Experience, Rate Base, and Rates of Return

for Water Operations

~ Audit Exhibit HNW-3: Operating Experience, Rate Base, and Rates of Return

for Wastewater Operations

~ Audit Exhibit HNW-4: Explanation of Accounting and Pro Forma

Adjustments

~ Audit Exhibit HNW-5: Depreciation and Amortization Expense Adjustments

~ Audit Exhibit HNW-6: Computation of Income Taxes

~ Audit Exhibit HNW-7: Cash Working Capital Allowance

~ Audit Exhibit HNW-8: Return on Equity

These exhibits were either prepared by me or were prepared under my direction

and supervision in compliance with recognized accounting and regulatory

procedures for water and wastewater utility rate cases. These exhibits show

various aspects of UUCI's operations and financial position.
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I Q. PLEASE DESCRIBE THE FORMAT OF AUDIT EXHIBIT HNW-I AND

2 ELABORATE ON THE CALCULATIONS.

3 A. Audit Exhibit HNW-I shows UUCI's operating experience, rate base, and

10

12

13

14

15

16

17

19

20

21

22

rates of return for water and wastewater operations for the test year ended

December 31, 2012. The exhibit's format is designed to reflect the Application per

books and ORS's proposed accounting and pro forma adjustments necessary to

normalize the results of the UUCI's test year operations.

Column (I) shows the Application per books calculated by UUCI for the test year

ended December 31, 2012.

Column (2) shows ORS's proposed accounting and pro forma adjustments designed

to normalize the Application per books. An explanation of each adjustment is

contained in Audit Exhibit HNW-4.

Column (3) shows ORS's result of a normalized test year for UUCI by adding

columns (I) and (2). Afler the accounting and pro forms adjustments, Net Income

for Return of $ 130,500 was computed using Total Operating Revenues of

$ 1,011,930, less Total Operating Expenses of $900,407, plus Customer Growth of

$ 18,977. Total Rate Base amounted to $3,006,342, producing a Return on Rate

Base of4.34%. As shown on Audit Exhibit HNW-8, the resulting Return on Equity

was 1.87%.

Column (4) shows Company's proposed revenue increase recalculated by ORS, and

the calculation of taxes and customer growth associated with the proposed increase.

An explanation ofeach adjustment is contained in Audit Exhibit HNW-4.
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I Column (5) shows the effect of the Company's proposed rate increase by adding

2 columns (3) and (4). Net Income for Return of $565,727 was computed using Total

3 Operating Revenues of $ 1,580,818, less Total Operating Expenses of $ 1,093,219,

4 plus customer growth of $78,128. Total Rate Base amounted to $3,006,342

5 producing a Return on Rate Base of 18.82%. As shown on Audit Exhibit HNW-8,

6 the resulting return on equity was 32.31%.

7 Q. PLEASE EXPLAIN THE ADJUSTMENTS IN AUDIT EXHIBIT HNW-4.

8 A. For comparative purposes, ORS and the Company's adjustments are both

10

12

13

presented in Audit Exhibit HNW-4.

A~rl tl — Th ORSWt dW t t Dpd tp p t

water and wastewater service revenues for the test year. Details of the adjustments,

totaling $ 134,995, are discussed in the direct testimony of ORS Water and

Wastewater witness, Dawn M. Hipp.

14 ~AS' t2 — Th ORSWt dW t t Dp~ tp p t dj t

15

16

miscellaneous revenues for the test year. Details of the adjustment for $920 are

discussed in the direct testimony of ORS Water and Wastewater witness, Dawn M.

17 Hipp.

18 A~st I3-ORSp p t dj t II tlbl t I t d hhth

19

20

21

Company's revenues atter ORS's proposed accounting and pro forms

adjustments. The adjustment of ($ 1,881) was provided by ORS Water and

Wastewater witness, Dawn M. Hipp, and is discussed in her direct testimony.

22 ~Ar I td — ORSp p t dj t p t
' 'y Ills

23 as of May 2013. Each operator's total salary is allocated to UUCI based on its
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percentage of Equivalent Residential Connections ("ERC"). The ERC percentage

is calculated by dividing the number of customers served by UUCI by the total

number of customers served by all subsidiaries to which the employee is assigned.

ORS computed annualized salaries of $ 170,192, less per book salaries of $ 151,112,

for an adjustment of $ 19,080.

~Ad' t$ — ORS 8 ithth C p 7'j t tt pdt p h

power costs for $2.

A~d' td — ORSP p t ($ 79) f P h 6 t d

expenses not associated with UUCI.

10 ~Ad' t7 — ORSp p ti t it d pi p f

12

13

15

$27,177, reflecting an increase in expenditures of $36,359 that had been incorrectly

capitalized, with an offsetting decrease of ($9,182) for expenses that had been

improperly allocated. The Company capitalized several items it should have

expensed, and also booked some costs to UUCI that should have been borne by

other Utilities, Inc. atftliates located in South Carolina.

16 ~Ad' IS — ORSp p t 6 IR p f($970)f

17 chemical expenses found during its review of accounts.

18 A~d' t9 — ORSp p t* dj tf II tdt pdti 9

19

20

21

22

23

including fuel and auto repairs. Transportation expense per vehicle is calculated by

taking the total transportation expense for Utilities, Inc. and dividing by the number

of vehicles in the Utilities, Inc. fleet. The total transportation expense per vehicle

($5,893) is then allocated to UUCI based on the employee that operates the vehicle

and the time they spend working at UUCI. ORS computed total transportation
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expense of $23,312 for UUCI, less the per book amount of $ 11,229 for an

adjustment of $ 12,083.

A~d' tip — ORSp p t dj t p tl g *p 0 gdt pl tf
time spent on capital projects and rate cases. Capitalized time reflectsoperators'nd

office employees'alaries, taxes & benefits. ORS made the adjustment using

the capitalized time report for the most recent period September 1, 2012 through

August 31, 2013. ORS calculated operating expenses charged to plant of

($72,235), less per book amount of ($37,998), for an adjustment of ($34,237).

A~d' ttl — ORSp p t dj t fs I 'y Ill g

10

12

of May 2013. Each office employee's total salary was allocated to UUCI based

on its percentage of ERCs. ORS computed annualized salaries of $58,471, less

per book salaries of $29,001, for an adjustment of $29,470.

13 ~AS' t 12 — ORSp p t -II bl t f DHEC

14

15

fines, contributions, advertising, and holiday events from office supplies and other

office expenses of ($26,706).

16 ~AS' tll — ORSp p t rtl* t p I df tb

17

18

19

20

21

22

23

current rate case proceeding and include unamortized expenses from the prior rate

case. ORS verified documented rate case expenses of $45,485 as of August 26,

2013. Current rate case expenses were amortized over a five-year period for a test

year amount of $9,097. ORS verified unamortized, prior-rate case expenses of

$75,870 to be amortized over five (5) years of $ 15,174, resulting in the total test

year amount for rate case expenses of $24,271, less the per book amount of

$41,241, for an adjustment of ($ 16,970).

THE OFFICE OF REGULATORY STAFF
1401 Main Street, Suite 900

Columbia, SC 29201



Direct Testimony of Henry N. Webster, 11 Docket No. 2013-199-WS

September 30, 2013

United Utility Companies, inc.

Page 8 of 13

A~d' tt4 — ORSp p t ll* p 1 d th 6 ft ltd
with the salary adjustment for operators and office employees. ORS removed

non-allowable benefits that were included in the per book amounts. Total ORS

computed pension and other benefits was $44,632, less the per book amount of

$ 17,886, resulting in an adjustment of $26,746.

~Ad' t 16 — B d th dtl fth ORS Wt d

10

Wastewater Department, ORS proposes that the Company's Leak Mitigation

Program be denied. Further explanation of ORS's position regarding the

Company's proposed Leak Mitigation Program is provided in the direct testimony

of ORS Water and Wastewater witness, Dawn M. Hipp. ORS proposes to remove

($ 82) ofmiscellaneous expenses for travel and entertainment.

12 A~d' t 16 — ORS p p t d Op tl d Mlt
13

14

15

16

17

18

19

("O&M") expenses for items considered non-allowable for ratemaking purposes

which were included in various General Expense accounts. These expenses

include undocumented and other miscellaneous items. ORS considers these items

non-allowable as they are not necessary to provide utility service. Additionally,

during our review of non-allowable expenses, ORS did not find any contributions

made to political campaigns. ORS proposes to remove non-allowable expenses of

($8,016.)

20 A~d' t 17 — ORSp p t ll* dp ltl p d dj tf
21

22

23

net plant additions, vehicles, computers, capital improvements, non-allowable

plant, capitalized time, and retirements. The details of the depreciation expense

adjustment are shown in Audit Exhibit HNW-5. The depreciation rates were
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recommended by ORS Water and Wastewater Department. ORS's total

depreciation expense amounted to $ 110,419, less the per book amount of $ 110,329,

for a total adjustment of$90.

A~d' t 18-ORSp P t dj tth di ti fc t'6 ti I Aid

of Construction ("CIAC"). ORS used the gross per book CIAC amount of

($2,716,360) at 1.50%, for an amortization amount of ($40,745), less the per book

amount of ($40,649), for an adjustment of ($96). See Audit Exhibit HNW-5.

A~d' t 19 — ORSp p t dj tpyt ~ t Itd Ithth dj td

10

12

13

14

15

16

test year salaries. The payroll taxes include Social Security, Medicare and

unemployment taxes. ORS updated all taxes to reflect the most recent rates. ORS

computed taxes of $20,541, less the per book amount of $7,040, resulting in an

Adjustment of $ 13,501.

A~d' t 20 — ORS p p t dj t g Ipt 6 tigtyi

taxes. A total factor of .00963081, composed of the SC Department of Revenue

factor of .003 and the PSC/ORS factor of .00663081, was used to compute this

adjustment. ORS proposes to increase gross receipts taxes by $4,813.

17

18

19

20

A~d' t 21 — ORSP P t dj ti t ft tig dp

forma adjustments. ORS used a 5% rate for state income taxes and a rate of 35%

for federal income taxes. Details of the computation of income taxes are shown in

HNW-6.

21 ~Ad' t22 — ORSp p t th it td 'g I ti fgd

22 from the per book amount for ratemaking purposes.
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A~d' t23 — ORSp p t dj t t tpwg ft tg tlg d

10

12

13

14

15

16

17

18

pro forms adjustments. The growth factor of 16.70047'/o for wastewater was

provided by the ORS Water and Wastewater Department. There was no customer

growth for water operations.

~Ad' t24 — ORSp p t l g pl tl l f dj td

vehicle costs of $40,734 as of December 31, 2012, reflecting a reduction in the

Company's request due to one vehicle being over-allocated to UUCI. ORS

further proposes to remove ($210,500) from plant in service associated with

computers, capital improvements, non-allowable plant, capitalized time, and

retirements. This reduction results from the removal of expenses improperly

capitalized in earlier years, and expenditures determined by the ORS

Water/Wastewater Department to be unrelated to UUCI. Additionally, ORS

recomputed capitalized time, and updated retirements accordingly. The total net

adjustment amounts to ($ 169,766).

A~d' t 23 — ORSp p t dj tg pl tl 3 f g ll dg

additions of $ 109,649 as of August 19, 2013. ORS reviewed the support for the

proposed plant, and included only costs that were known and measurable, and

providing service to present customers.

19 A~d' t 26 — ORSp p t dj t tt&dp ltl t 6 t

20

21

22

gross plant in service, as well as, depreciation associated with pro forma general

ledger additions, vehicles, computers, capital improvements, non-allowable plant,

capitalized time, and retirements. The total adjustment amounts to $38,786.
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A~d' t27 — ORSp p t dj t 8 hig pitl it tig

and pro forms adjustments. Details of this adjustment are included in Audit

Exhibit HNW-7.

A~d' t28 — ORSp p t dj tCIAC87896t fl tth hi ti

of CIAC expense, as a result of ORS Adjustment 18.

A~d' t29 — ORSp p t dj t II hi it t p t fl tth

10

12

13

14

15

16

17

rate base after accounting and pro forma adjustments, using the capitalization

ratio of 52.44% for debt and 47.56% for equity, with a cost of debt of 6.58%.

ORS computed an adjustment of ($25,066), resulting in allowable interest

expense of $ 103,735. See Audit Exhibit HNW-8 for ORS's computation of

interest expense. Details of the capital structure can be found in the testimony of

ORS witness, Dr. Douglas H. Carlisle.

A~d' t 39 — B d p ORS Wt d W t t D9~ t

calculations, UUCI's proposed rates would produce additional revenues of $27,481

for Water Operations and $527,635 for Wastewater Operations. Details of these

adjustments are shown in the direct testimony of ORS Water and Wastewater

witness, Dawn M. Hipp.

18 ~Ad' t 31 — ORS p p t dj t I II * 8 th

19

20

Company's proposed rate increase. Details of the adjustment for $21,755 are

shown in the direct testimony of ORS Water and Wastewater witness, Dawn M.

21 Hipp.
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1 A~d' t32-ORSp p t dj t II tlhl t f th C p y'

proposed rate increase. The uncollectible accounts adjustment of ($ 7,983) was

3 provided by ORS Water and Wastewater witness, Dawn M. Hipp.

4 A~d' *t 33 — B 6 th dtl f th ORS Wt d

5 Wastewater Department, ORS proposes that the Company's Leak Mitigation

6 Program be denied. Further explanation of ORS's position regarding United

7 Utility's proposed Leak Mitigation Program is provided in the direct testimony of

8 ORS Water and Wastewater witness, Dawn M. Hipp.

9 A~d' t 34 — ORS p p t dj t gm Iph d tllhyf

10 taxes for the Company's proposed rate increase. A total factor of .00963081,

11 composed of the SC Department of Revenue factor of .003 and the PSC/ORS factor

12 of .00663081, was used to compute this adjustment. ORS proposes to increase

13 gross receipts taxes by $5,479.

14 ~AS' t 33-ORSR p t dj tl t f th C py'5
proposed rate increase. See Audit Exhibit HNW-6 for the computation of income

16 taxes.

17 ~AS' t 36 — ORS p p t dj t t g wh f th p p d

18 increase. The growth factor of 16.70047% for wastewater was provided by the

19 ORS Water and Wastewater Department. There was no customer growth for water

20 operations.

21 Q. PLEASE DESCRIBE THE REMAINING AUDIT EXHIBITS.

22 A. Audit Exhibit HNW-5 shows the computation of ORS depreciation and

23 amortization expense adjustments. Audit Exhibit HNW-6 shows the computation
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I of income taxes. Audit Exhibit HNW-7 shows the calculation of the cash

2 working capital allowance. Audit Exhibit HNW-8 shows the calculation of return

3 on equity.

4 Q. DOES THIS CONCLUDE YOUR TESTIMONY?

5 A. Yes.
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(&paroling Experience, Rnte Base aad Ra(ca af Return
For(he Test Year Ended December31,2012

Combined Opera((ons

ri tl n

Application
Pcr

Books

R)
Accouallog

&
Pra Fonas

(3)
A(ter

Accouating &
Pro Forms

(4)

tpplimnt's
Proposed
Increase

(5)
Aacr

Applicant's
Proposed
Increase

Semen Rcvcnucs - Water
Serwce Revenues - Scwcr
Misceganeous Rcvcnucs
Uncogeclibl«Accounts

3&~el 0 c~rattn Ii~nu

~taint no~us Fx BAttvd
Salanes ond Wog«s
Purclmsed Power
Purclmsed Sewer & Wncr
Maintenance ond Repair
Mmnlcnance Testing
Meter Reading
Chemicals
Transponation
Opcraong cxp. Clmrgcd to Plant

Total

5 5

65,069 54 IA)
801,142 1343MI (A)
24,004 920 (8)

877.896 134,034

151,112 19080 (D)
102,030 2 (E)

13,279 flp& (F)
132,697 27.177 IG)
63,D$7 0

641 0
53,512 (930) (II)
11,22812.D83 (I)

489.58$

65,123
936,083
24,924

(14,200)

170,192
102,032
13,200

159,$74

63,087
641

52,582
23,311

512,6$4

27,4$ 1 (AA)
527,635 (AA)
21,755 (BB)

568,88$

92,604
1,463,718

46,679
(22.1831

1.580.818

170,192
102,032

13,200
159,$74

63,087
641

52,582
23,311

~72.235)
512.684

~cn rat F ~ns
Salaries and Wages
OAice Supplies & Odicr Otlice Exp.
Regulatory Commission Exp
Pension & Other Bcnclits
Rent
Insumnce
OAicc Uulilics
Outsiilc Services . Oilier
MisceBancous

Toial

29,001
35,584
41,242
17,$87

107

939$
25,519

6,174~56
164.756

29.470 {k)
(26.706) (L)
(16.970) (Sl)
26.746 (N)

D

0
0
0

($,098) (0)

4.442

58,471
8,878

24,272
44,633

107
9,298

25,519
6,174

(8.154)

169.198

(DD)

58,471
8,878

24,272
44,633

107

9,298
25,519
6,174

(8.154)

169.198

Depreciation
Amonixation of CIAC
Taxes Olher Than income
Income Tmcs - Slate 8: Fed

110,329
(40.651)
125.715
(22,309)

90 (P)
(96)(Q)

18314 (R)
27.133 (S)

110.419
(40.747)
'144,029

4,824

0 110,419
0 (40,747)

5,479 (EE) 149,508

187.333 (FF) 192.157

Toial

T~tsl ~m~nFx ebs

Tloral ~ra ~tn ~m

Interest During Construction
Cuslomer Gmwtlt

~cl ~i~rR ~urn

173.0$4

827,42$

50,468

(6&

0

50,462

45R41

72.979

61,055

6 (7)
1$.977 ID)

80,038

218.525

90D,407

111323

192.812

192.812

376,076

411.337

I 093.219

4 87,599

0
18,977

0 0
59.151 (GG) 78,128

130,500 435,227 565,727

~r( ~na BI(Est~Bus
Gross Plant in Sconce
Accumulaled Deprecnuon
Net Plant in Service
Cash Working Capital
Contributions in Aid ofConsuucaon
Accumulated Deferred income Taxes
Customer Deposits

6 el 0 153

5388,126
81,793

(2,133,929)
(484,459)

~27.397

(60,117) (V)
38,786 (IV)

(21331)
3.443 (X)

96 (T)
0
0

6,150.036
(583,241)

5,566.795
85236

(2.1332133)
{4$4.459)

6,150,036
~(583.241

5,566,795
85,236

(2,133,833)
(484,459)

~27,397)

T a Rate Ba 3,024.134 17.79'2) 3 006,342 0 3.006.342

~R~rn n Rs REBBB I 67% 1882')~in

~trgln

~I~Fr e~n

-8 92%

12$ .801 (2S.066) (2)
2.64'03.735 29.22'03,735
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Operating Experience, Rotc Ruse and Rates of Return
For thc Test Year Ended Dccembcr 31, 2012

TVntcr Operations

Appucotlon
Pcr

Books

(1)
Accounting

ds

Pro Formo

(3)
After

Accounting 0
Pro Formo

(4)

Applkanl's
Proposal
Increase

(6)
A(lcr

Applicant's
Proposed
increase

()8 8 tat (ARE8vrhU8tR

Service Revenues - Water
Misccgnneous Revenues
Uncog«aihlc Accounts

65,069
2 196

54 (A)
(1.188) (B)

203 (C)

65,123
1,008
1924)

7,481 (AA) 92,604
fi,cls (BB) 7,036

T~tal ~re ~Rv n a 66.138 (931 33.113 98320

~fs n Skeet~ps Bma
Salaries end Wages
Purchased Power
Purchased Water
Maintenance and Repair
Moinlcnancc Tcsling
Meter Reading
Chemicals
Tmnsporlotion
Operating exp. Charged to Plont

Tolal

13,827
4,711

0
10 265
13,605

59
4.896
1,027

44.913

1,746 (D)
91 (E)
0 (F)

(5,440) (G)
0
0

(85)(II)
1,018 (I)

13.133'l(J)

(5.8031

15,573
4 sov

0
4,825

13,605
59

4,811
2,045

39.110

15,573
4,802

0
4,815

13,605
59

4,811
2,045

39.1 10

Salaries ond Wogcs
OAice Supplies dt Other OAice Exp.
Reguloiory Commission Exp.
Pension & Other Bcncliu
Rani
Insumnce
OAice Utilities
Ouuide Scrviccs - Other
Miscellaneous

Total

v 654
1,353
3,774
1,637

10

851

2,335
565

13.173

1 697 (K)
(225)(L)

(1,553)(lil)
1,447 (N)

0
0
0
0

(740) (0)

2.616

5,351
1,128
2 vv I

4,084
10

851

2,335
565

(746)

15,799

5,351
1,128
v vst
4,084

10

851

2335
565

Depreciaiion
Amotlizolion of CIAC
Taxes Other Than Income
Income Taxes - Slate dt Fed

9,413 604 (P) 10,017

(4,216) 0 (Q) (4,216)
11,503 1,412 (R) 12,915

0 10,017
0 (4,216)

319 (EE) 13,v34

10,904 (FF) 4,594

Tolal

~T~l~mtn Fx tgtt
~T~al 0 ~ttn In gug

Inleresl During Conslruclion
Cuslomer Growls

14,659

72,745

(6,607)

(I)
0

(r v+3

(5N30'I

4,499

(T)
0 (U)

12,406

67,315

(2,108)

11,223

11.223

21,890

0
0 (GG)

23,629

78.538

19,782

tin m f r Return G, I 08) 21.890

()t)~ln I 83( Rate Beu
Gross Plant in S«rvicc
Accumulalcd Dept«aalicn
Net Plant in Service
Cash Working Cnpiud
Contnhutions in Aid of Conslruction
Accumulaled Defemd income Taxes
Customer Deposils

~T~IR ~B

~Rkuug~Ra ~one

535,763
(78.578)
457,185

7,261
('i I

'v 77v)
(44.328)

1'2.5071

27,182 (V)
2510 D'r)

29,692
(397)(X)

0 (V)
0
0

29.295

562.945

486.877
6,864

(212 772)
(44.328)

234.134

dt 90"

561 945

486,877
6 864

(v tv 77v)
(44.328)845')~ra

In hl Lrgln

~I~Fx Boot (3,706) (2)

-IS

62'.079

8.079



Audit Exhihit IINTV-3

United Utility Companies, Inc.
Docket No. 2B)3-(99-(VS

Operating Experience, Rate Base nnd Rates of Return
For the Test Ycor Ended December 31, 28(2

Setver Opcrntions

Appgcstlon
Per

Books
5

(2)
Accounting

Pro Forms

(3)
After

Accounlina dt
Pro Forms

(4)

sppncant's
Proposed
Increase

(6)
Aner

Appncsnt's
Proposed
Increase

~0~In ~R« nu B
Service Revenues - Server
Mtscegan«ous Revenues
Uncogccttble Accounts

SDI, 142
21,808

134.941 (A)
2,ID8 (B)

O,084) (C)

936,083 527,635 (AA) 1,463,718
23,916 15,727 (BB) 39,643
""-"' ""'u

811,758 134,965 946,723

Sslanes and Wages
Purchased Power
Purchnscd Sewer
Maintenance snd Repair
Maintenance Testing
Meter Rcsdtng
Chemicals
Transport«iten
Opernting exp. Charged lo Plant

Toud

137,285
97,319
13,279

i
'I'I 43'I

49,482
582

48,616
10,201

444.675

17.334 (D)
(89) (E)
(79) (F)

3't 617 (G)
0
0

($4S) (II)
11.065 (I)

l31.1041 (3)

28,899

154,619
97,230
13,200

155,049
49,482

582
47,771
21,266

(65 6«5)

473.574

154,619
97,230
13,200

155,049
49,482

58«

47,771
21 266

(65 6«5)

0 473,574

CSB(DI~F« t~u
Salaries and Wages
Oaice Supplies dt Other OBice Exp.
Regulotory Commtsston Exp
Pension R Other Benefits
Rani
Insurance
Onice Ulilili«s
Outstde Services -Olin«
Misccgnncous

26347
34 «31

37,468
16 250

97
8,44'7

3,184
5,609

(491

26.773 (K)
(26.4$1) (L)
(15.417) ($1)
24 "99 (N)

0
D

0
0

53,120
7,750

22,051
40,549

97
8,447

23,184
5,609

(7.4071

0 53,120
0 7,75D

0 sv 051
0 40,549
0 97
0 $,447
0 23,184
0 5,609

Total 151.584 1,816 153300 0 153300

Depreciation
Amorltzalion ofCIAC
Taxes Other Tlun Income
Income Taxes - Slale R Fed

Total

100,916
(36,435)
114 'v12

(20?68)

158,425

(514) ip)
(96) (O)

16.902 (R)
31.402 IS)

47.694

100,402
(36,531)
131,114

11,134

0
0

5,160 (EE)
176.429 (FF)

100,402
(36,531)
136,274
187.563

387.708

T~~sl 0 ~ln ~px aunt

T~~aggni~ln Inc mc

Interest During Censtru«lion
Customer Growlh

iugttln gm~rRe urn

754.684

57,074

(5)
0

7$,409

S6356

5 IT)
18,977 (U)

75,538

833.093

113,630

0
1$ ,977

132,607

181,589

354,186

0
59.151 (GG)

413,337

1.014.682

467,816

0
78,128

545,944

~rl ~lnsl ~Ra ~na et
Gross Planl itt Service
Accumuloted Dcptecinlion
Nel Plant in Service
Cash Working Copital
Contributions in Atd of Construclton
Accumulated Defcmd Incom«Taxes
Customer Deposits

TtB~IR ~tno 8

~Rara n Ra ~ns.

5,674,390
(5433491

5,130,94 I

74,532
(1,921,157)

(440.13 I)

v Ds,

($7 «99) (V)
36276 ()V)

(51.023)
3,840 (X)

96 (Y)
0
0

(47,087)

5,587,091
(507.1731

5,079,918
78,372

(1.921,061)
(440,131)

(24.8901

2,772,208

4 78'

5,587,091

5,079,91$
78,372

(1,921,061)
(440,131)

~24,890
2,772,20$

19 69'

~0~In ht t~l -7.38% 3 90" 3037'BISUI~iw~n 117.016 (21.360) (Z) 95,656 95,656



United Utility Companies, inc.

Docket No. 2013-199-WS
Explanation of Accounting and Pro Forms Adjustments

For thc Test Year Ended December 3l, 2012

Audit Exhibit HNWC
1 of7

Description
$

Combined
0 crntions

$

Water
0 erations

$
Sewer

0 erations

Accountin and Pro formn Ad'ustments

(A) Service Revenues

I To adjust service revenues to reflect test year customer billings.

Pcr ORS

Per UUCI

134,995

523 1,255

134,941

(732)

(B) Mtsccgancous Rcvenucs

2 To adjust miscellaneous revenues to renect increase in late payment
and notification fees and other revenues.

Per ORS

Per UUCI

920 (1,188) 2.108

(C) Uncollcctiblc Accounts

3 To adjust uncollectible accounts to rcilcct accounting and pro forms
odiustments to service revenues.

Per ORS

Per UUCI

(1,881)

(12)

203

(22)

(2,084)

10

~ui «
(D) Salnries gr Wages

4 To annualize operators'alaries for thc test year.

Per ORS

Per UUCI

(R) Purchnsed Power

19,080

18,356

1.746

5.617

17.334

12.739

5 ORS and Company propose to update purchase power costs.

Per ORS

Per UUCI

91

91

(89)

(89)



United Utility Companies, inc.
Docket No. 2013-199-WS

Explanation of Accounting and Pro Forms Adjustmcnts
For thc Test Year Ended December 3l, 2012

Audit EXhibit HNWX
2 of 7

Description
$ $

Combined Water
0 erations 0 erations

$
Sewer

0 erations

(F) Purchased Scwcr 40 )Vatcr

6 ORS proposed to remouc cost mn assoc inted with UUCI.

Per ORS

Per UUCI

(79) (79)

(G) Maintenance nnd Repnir

7 To increase maintenance and repair cxpcnscs for items improperly
capitalized, and decrease for allocation corrections .

Per ORS

Per UUCI

27,177 (5,440) 32,617

(It) Chemicals

8 ORS propose to remove undocumented expenses.

Per ORS

Per UUCI

(930)

50

(85)

94

(845)

(44)

(I) Transportation

9 To adjust for allocated transponation expense including fuel and auto
repairs. ORS does not propose to adiust for ingation.

Per ORS

Per UUCI

12.083

14,949

1,018

1.296

11.065

13,653

(J) Opcrnting Expenses Charged ta Plnnt

10 To adjust operating expense charged to plant (capitalized time) I'or

actual salary expenses and associated taxes nnd hcnelits.

Per ORS

Per UUCI

(34,237)

2,913

(3.133)

(5.532)

(31. 104)

8,445

(K) Salaries th )Vases

11 To annualize onice salaries for the test year.

Per ORS

Per UUCI

29,470

(131)

2,697

429

26,773

(560)



United Utility Companies, inc.

Docket No. 20 l3-199-WS
Explanation of Accounting and Pro Forms Adjustments

For the Test Year Ended December 31, 2012

Audit Exhibit HNWC
3 of 7

Description
$

Combined
0 erations

$

Water
0 erations

$
Sewer

0 erations

(L) OIIicc Supplies & Other Office Expense

12 To remove non-allowable fines and other items.

Per ORS

Per UUCI

(26,706)

(20.800)

(225) (26.481)

(20.800)

(KI) Regulatory Commission Expcnsc

13 To amonize rnte case expenses over a five-year period.

Per ORS

Per uuci

(16,970)

53,388

(1.553)

4,881

(15.417)

48,507

(N) Pension & Other Bcncnts

14 To annualize pension and other beneiits associated with thc adjusted
test year salaries.

Per ORS

Per UUCI

26,746

22,402

2,447

3,027

24,299

19,375

(0) hliscellnncous

15 To remove non-allowable expenses.

Per ORS

Per UUCI

(82)

4,454

(6)

343

(76)

4,111

16 To remove non-allowable Gs'tA expenses

Per ORS

Per UUCI

(8,016) (734) (7,282)

Total Per ORS

Total Per UUCI

(P) Dcprecintion Expense

(8,098)

4,454

(740) (7,358)

343 4,111

17 To annualize depreciation expense for known and measurable plant in

semlce.

Pcr ORS

Per UUCI

90

7.670

604

1,193

(514)

6,476



United Utility Companies, inc.

Docket No. 2013-199-WS
Explanation of Accounting and Pro Forms Adjustments

For the Test Year Ended December 31, 2012

Audit Exhibit HNWX
4 of 7

Description
$ $

Combined Water
0 erations 0 erations

$

Sewer
0 erations

(Q) Amortization of Contributions in Aid of Construction (CIAC)

18 To annualize the amortization of CIAC expense.

Per ORS

Per UUCI

(96)

(96)

(96)

(96)

(R) Taxes Other Than Income

19 To adjust payroll taxes associated with thc adjusted test year salaries.

Per ORS

Per UUCI

13,501

13,253

1,235

1,645

12,266

11,608

20 To adjust gross receipts and utility/commission taxes aller the
accounting and pro forms adjustments using a factor of.00963081
(.003 for SCDOR and .00663081 Ior PSC/ORS ).

Per ORS

Pcr UUCI

Total Per ORS

Totnl Per UUCI

4,813

18,314

13.258

177

12

1,412

1,657

4,636

(7)

16,902

11,601

(S) Income Taxes

21 To adjust state and federal income taxes ager accounting and pm
forms adiustments. See Audit Exhibit HNW-6.

Per ORS

Per UUCI

27.133

(52,745)

(4,269)

(9,004)

31.402

(43,741)

(T) Interest During Construction (IDC)

22 To eliminate IDC for rate making purposes. Construction work in

progress was not included in rate base; thercforc, IDC is eliminated as
an addition to net income.

Per ORS

Per UUCI



United Utility Companies, inc.

Docket No. 2013-199-WS
Explnnntion of Accounting nnd Pro Forma Adjustments

For thc Test Year Ended December 31, 2012

Audit Exhibit HNWX
5 of 7

Description
$

Combined
0 crations

$

Water
0 erations

$
Sewer

0 crations

(U) Customer Grotvth

23 To adjust for customer grorvth aflcr thc accounting and pro forms
adjustments. The growth factor of 16.70047% for wastewater was
computed by the Water and Wastewater Department.

Per ORS

Per UUCI

18,977 18,977

(V) Grass Plant in Service

24 To adjust gross plan( in service for net additions ( including vehicles)
documented as of December 31, 2012.

Per ORS

Per UUCI

(169,766)

52,966

(24,661)

4,532

(145,105)

48,434

25 To adjust gross plant in service for net G/L additions occurring afler
the test year.

Per ORS

Per UUCI

Total Per ORS

Total Per UUCI

109,649

82,594

(60,117)

135,560

51,843

34.943

27,182

39,475

57,806

47,650

(87,299)

96,084

DV) Accumulnted Dcprcciation

26 To reduce accumulated depreciation for plant adjustmcnts and

depreciation for vehicles, computers, and general plant.

Per ORS

Per UUCI

38,786

(39,379)

2,510

(4.050)

36,276

(35,329)

(X) Cash Working Capital

27 To adjust cash working capital aller accounting and pro forma
adjustments. Sce Audit Exhibit HNW-7.

Per ORS

Per UUCI

3,443

12,243

(397)

1,296

3,840

10,947

(V) Contributions in Aid of Construction (CIAC)

28 To adjust CIAC to reflect the amonization of CIAC expense as a result
ofORS Adjustment 25.

Per ORS

Per UUCI

96 96



United Utility Companies, inc.

Docket No. 2013-199-WS
Explanation of Accounting and Pro Forms Adjustments

For the Test Year Ended December 31, 2012

Audit Exhibit HNWP
6 of 7

Description
$

Combined
0 erations

$

Water
0 erations

$

Sewer
0 erations

(Z) Interest Expense

29 To adjust intcrcst on debt using a 52 44% and 47.56% debt to equity
ratio and 6.58% cost ofdebt. ORS computed allowable interest
expense aller accounting and pro forms adjustments. See Audit
Exhibit CAS-8.

Per ORS

Per UUCI

(AA) Scrvicc Rcvcnues

(25,066)

(20.326)

(3,706)

(3.421)

(21,360)

(16,906)

30 To adjust water and sewer service revenues for ORS's recalculation of
the Company's proposed rate increase.

Per ORS

Per UUCI

555,116

472,577

27,481

25,387

527.635

447,190

(BB) Miscegancous Revenues

31 To adjust miscellaneous revenues for ORS's recalculntion of thc
Company's proposed rate increase.

Per ORS

Per UUCI

21,755 6.028 15,727

(CC) Unconcctiblc Accounts

32 To adjust for uncollectible accounts associa(cd with the Company's
proposed rate increase.

Per ORS

Per UUCI

(DD) Misccnancous

33 To include a Leak Mitigation Fund in cost of service, and other.

(7,983)

(6,687)

(396) (7,587)

(440) (6.247)

Per ORS

Per UUCI 2,363 127 2,236



United Utility Companies, inc.

Docket No. 2013-199-WS
Explanation of Accounting and Pro Forma Adjustments

For the Test Year Ended Dccembcr 31, 2012

Audit Exhibit HNW-4
7 of 7

Description
$

Combined
0 erations

$
Water

0 erations

$

Sewer
0 erations

(EE) Tnxcs Other Than Income

34 To odjust gross receipts and utility!commission taxes aner the
accounting and pro formo adjustments using n factor of .00963081

(.003 for SCDOR nnd .00663081 for PSC/ORS ).

Per ORS

Per UUCI

5,479

4,421

319

238

5.160

4,184

(FF) Income Taxes

35 To adjust state and Icdcrni income taxes associated with thc
Company's proposed increase. See Audit Exhibit HNW-6.

Per ORS

Per UUCI

187.333

175.608

10.904

9.403

176.429

166.205

(GG) Cttstorrter'I'owtII

36 To adjust customer growth associated with the Company's proposed
increase. The grovvsh factor of 16.70047'o for wastcvvnter was

provided by the Water and Wastcwatcr Department.

Per ORS 59,151 59,151

Per UUCI



United Utility Companies, inc.
Depreciation and Amortization Adjustments

Docket No. 2013-199-WS
For the Test Year Ended December 31, 2012

Audit Exhibit HNW-5

Bc rcciation Ad'ustment
Gross Plant Qn 12/31/12
Add:

Net Plant Additions Adjustment Qa 12/31/12

Combined~O
6,210,153

(60,117)

)Voter

535,763

27,1$2

Sewer~O
5,674,390

(87,299)

Less:
Organization Qu 12/31/12
Land Qo 12/31/12
Vehicles Qo 12/31/12
Computers Qn 12/3 I /12

Net Plant

Plant Depreciation Qu 1.5% (66.67 years)

(20,349)
(17,825)
(87,690)
(94.988)

5,929,184

88,938

(6,000)
(2,538)
(7,599)
($,6E7)

538,121

8,072

(14,349)
(15,287)
(80,091)
(86,301)

5,391,063

80.866

Vehicles Qo 12/31/12
Less: Fully Depreciated Vehicles
Net vehicles Qn 12/31/12

Vehicle Depreciation Qe 16.67%(6 years)

87,690
(30,060)
57,630

9,607

7,599~2.444)
5,151

859

80,091
(27,612)
52,479

8.748

~om uters Qu 12/31/12
Less: Fully Depreciated Computers

Computer Depreciotion 42 12,5%o(8 years)

Total Depreciation

Less: Per Books Depreciation

94,98$
0

94,988

11,874

110.419

110,329

8,6$7

0
$,687

1,086

10,017

9,413

E6,301
0

86,301

10,788

100,402

100,916

ORS Adjustmcnt // 17

Company's Adjusunent

90

7,670 1.193 6,476

Amortization of CIAC Ad'ustment
Gross CIAC Qn 12!31/12

CIAC Amonization Qn 1.5% (66.67 years)

Less: Per Books Amortization ol'CIAC

ORS Adjustment ¹ 18

Company's Adjustment

(2,716,360)

(40,745)

(40,649)

(96)

(96)

(281,02$ )

(4,216)

(4,216)

(0)

(2,435,332)

(36,529)

(36.433)

(96)

(96)



Audit Exhibit HNW-6

United Utility Companies, Inc.
Docket No. 2013-199&VS

Computation nf Income Taxes
For the Test Year Ended December 31, 2012

After Accountin & Pro Forms Ad'ustments
5

Combined
5

)Voter
5

Scwcr

Operating Revenues
Operating Expenses

Net Operoting Income Belore Taxes
Less Annualized Interest Expense

Taxable Income - State
State Income Tax 'c

1,011,930
895,584

116,346
103,735

12,611

5 0%

65,207
73,625

(8,418)
8,079

(16,497)
5P%

946,723
821,959

124,764
95,656

29,108
5P%

State Income Taxes
Less Stntc Income Taxes Per Book

630
5,758

(825)
527

1,455
5.231

Adjustment to State Income Tnxes

Taxable Income - Federal
Federal Income Taxes %

Pederal Income Tnxes
Less: Federal Income Taxes Pcr Book

I 1.981

35.0%

4,194
(28.067)

(15,672)
35 0%

(5,485)
(2,568)

27,653
35 0%

9,679
(25,499)

Adjustmcnt lo Federal Income Tuxcs

Total Adjustmcnt to Income Taxes

32,261

27,133 (&269)

35,178

31,402

After A IIcant's Pro used Increase
5

Combined
5

VVnter
5

Sewer

Opernting Revenues
Operoting Expenses

Net Operating Income Before Taxes
Less: Annualized Interest Expense

Taxable Income - State
State Income Tax%

1,580,818
901,063

679,755
103,735

576,020
5 0%

98,320
73.944

24,376
8.079

16,297
5 0%

1,482,498
827.119

655,379
95,656

559,723
5 0%

State Income Taxes
Less Stote Income Taxes As Adlusted

Adjustmcnt to State Income Tnxes

Taxable Income - Federal
Federal Income Taxes Vc

Federal Income Taxes
Less: Federal Income Taxes As Ad)usted

Adjustment ta Federal Income Taxes

Totnl Adjustmcnt to Income Taxes

28,801
630

28,171

547.219
35.0%v

191.527
4,194

187333

215,504

815
(825)

1,640

15,482
35 0%

5,419
(5,485)

10,904

12,544

27,986
1,455

26531

531,737
35 0%

186,108
9,679

176,429

202,960



Audit Exhibit HNW-7

United Utility Companies, inc.
Docket No. 2013-199-WS

Cash Working Capital Allowance
For thc Test Year Ended December 31, 2012

After Accountin 69 Pro Forms Ad ustments

Maintenance Expenses
Generai Expenses

Total Expenses for Computation

Allowable Rate

Computed Cash Working Capital

Cash Working Capital - Application Per 8ooks

$
Combined

~73

512,684
169,199

681,883

12.50%

85 o36

81,793

$
Water

~77

39,110
15,799

54,909

Is 509!

6,864

7,261

$

Sewer
~77

473,574
153,400

626,974

12.50%

78,372

74,532

Cash Working Capital Adjustment - ORS
Accounting 83 Pro Forms Adjustment 3,443 ~397 3,840

Cash Working Capital Adjustment - UUCI 12,243 1,296 10,947
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BEFORE

THE PUBLIC SERVICE COMMISSION

OF SOUTH CAROLINA

DOCKET NO. 2013-199-WS

Application of United Utility Companies,
Incorporated for Adjustment of Rates and
Charges

)

) CERTIFICATE OF
) SERVICE

This is to certify that I, Faith E. Shehane, have this date served one (I) copy of the

DIRECT TESTIMONY & EXHIBITS OF DAWN M. HIPP, DOUGLAS H. CARLISLE&

AND HENRY N. WEBSTER in the above-referenced matter to the person(s) named below by

causing said copy to be electronically mailed as shown below:

United Utili Com anies Inco orated
Charles L.A. Terreni, Esquire
and
Scott Elliott, Esquire

charles.terreni a terrenilaw com

North Greenville Universi
Duke K. McCall, Jr., Esquire
Zandra L. Johnson, Esquire

duke.McCall smithmoorelaw com
Zandra.Johnson smithmoorelaw.com

Faith E. Shehane

September 30, 2013
Columbia, South Carolina


